
'-- DOCKET FILE COpy ORIGINAL

........
flDll.c\LcoMMUNlCA11DNICOMMIIIlo~ECEIVED

W......_D.C. ...

d2S·";
In the Mattii' of )

)
_ .......of k .... of )
IhlCa..T~C••I.. )
ProeIc.1Iaft lad0......Ad )
of 1992 )

)
........tfOll )

Arthur AalIeIMft.'".....tID you..._ for COIUWftt concendnl COlt of

..we.....ttcm fa- caw. opIfttDrL1

Arthur AncI..-a prnt••• aadit, tax.._.11 If. ",it." to cU.aD tIIdudinc
caw. operaton 01 aD .... and alipifkaat...... 01,. ..

----1IIdatlorll, _tItc: and ... coa,..... Ia capldtt., we have aft

fa..in thecl""",- oIlOUftC1 Nplati....KCOUIl~and welcome"

oppottuNty to....-t.. the Notice.

IInchauIdna apiInIt....chupd 1ftc.;'s tI, coaapIUIly, a

NUonaWe prbMIf."..ehlor,....,. fllcaWe dIs". not.....-

1 ~. of Cocies rec'dLISt ABCOE ~ -I
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eon.'rr-atly, ..........COlt of IerYke 1ft _1itutIonI without pvial'"

NCOpition ID marketm-will fnadequalllly coa.... lftftltDll for the capital

tIwy plOYideci ill pod faith.

Ita • tnnIftlon IMChaNIa for aequilitiOftl and ca.lUatiofti prior tD the Cable Ad of

1992, NCOftI)' of ,........ l exc8I acquilftiOft eoN' ahoulcl be allowed. To _taWllh

the amount of exc••• Kq1dII.tIon c•• iftc1ucl....bl the ratllmaldns proclll, we

prGpoee the foUowtnl pnctIca1.pproICh:

1. n."'mlM the cunwnt value (tn1I." cOltor..,-...tCOlt) of

cable pJut. ptoperty anct ..ui.....t tID prcMcIe NPJatlid callie

..me., and the UIOCi.W .eaua."clepNdatlon, the latllrr

NtroIdIwly ....tIId tu.d upon~becl1fWl to the

da. the Caw. Act of 1992 w.......

ldettfy, .01 the enactIned of the Callie Ad 011992, the aunuJatift,

tread_ CUItDIIla" acqw.ition cae" the ....... Ntroactiw

lCCU1IIalatid _ortization an amOltlatlcm period preICIiW by

the0.....""

'DIe ortt.cI ""'1ancI2

.ep' ftll of..Nii 01 prupealy, plaftt aDd

-.w,...., colt tID buIJd ..callie.,...... cuato TIda

would Kt for tnnlltiOMI rate The

cable opera_ woa1cI fndude cw-.t Ulaanta in rate '"

......,t ItcoalcI d_OMtntllthM.,.. ,.....value (i.e., -...

·ac•••• *'luJlftloft COlli in a ...... com.....tlan for _lance).



L

4. In adclltlol\ " euniftla NbIm on............... In 3., ....1

uaortIaUoll of..ountl "paid forIt would .._lacW Ul o,..tina.pIN. for PVPO" of d........ ra'" UDCi.- COlt of..me.

rep1atton.

aoma forwarcl, the~1houlcI .........,.HIe ......... which wm.....
to waNat. DCI.I .....COItII ..u1tmc"" uent~ and

comWMtlOM. Aza &ppI",t11 .tudud WOIII4 the caw. operator to

-.u-tntll that......wdI _lor COlt MYiap from the

traNKtkm.

SIcoNI, ca.... 0JM!'Ii••1~ha- not ••111 tN............. in.....

wldch will &dUta COlt of ..w:. ..... UMwiIe, local~

.uthoritlel (LFAa) not IDly -.1dpped tit"_the acIadIIiItNtM burden •

..uuabl .... fWnp 1ft the CtIItDm of,............rep1atDn.

............, 'rt..t ...o-.'d................, •....

......,whtchcaa "'LPAltD..,. t_COItof A

"'p~ 1IIdfona .,., • of acauJltl (USDA), pNICI'f1Ied .,. ttoa IfwI, •••rwtc

ra" of Nbam,..aid COlt allocation ,....••1M • coaIaGI\ fWns UId ........

format wm tJy aid aD putIII. An JdItDrbJ tilt,.,with pro fonDa adjllllll ..

for lmown aM chu\pI tI tM __pndbIapproaeh.

n..aN...COllI wlddl JWII'dN _ .. ltd Ia 0...........COItot

.............,. Spedlc provIIioaI he to aw8ect adu1



J"OII'UI'II'b' COllI'"........ in thI rail ....pt'OCl_. Due. tlwir

IipfIicara, III actual COlt trIddna1Il~ ..ltr tID....,. acljUltlaent~

UMd to tNck dtaplla..COlt of fuellOUJaI_ II. 11k and piutili..., .houId ..

acloplilcl for propuunlDl and fruddIe coati. WhOe IUCh coMa woulel NlBam IUbjtct

to the nonnu.tuadudl 01 Na...blen•• and pruUncy, ...bIed...ra_ would

autDlllatica1ly ........ orcI~ u chupI ill prosraaaam, and~..... eoetl

occur anc:I could be ahowIl u aaeparatlela Oft CUItIDJner bi1II.

n. coMa ofcompl)'inl with the CommUlion'...........1houlcI ..1WCOftI.. ttnup

ra"~of,...... a coat of MtVice or~ appnMlCh iI_lItcl. It ..

only equitable dult thI.dcIflional coati ofcom"'" with NplaUoft"lndu'" ...

recGftl'able colt far caw. opINtDn which electCOlt'" Ml'Vlee .......tkm. In aclclttlon,

COIfa of IWpIIdon aN not NIIectId in the bndt8Iadra whJdl..1MIed Oft ,.... in

IIWketa nbjlct to coa,... aDd ........Nplatlld. A...... factDr for I1ICh

CCNIta mut.. aclelect II» tht '-duIlarka ID fairly eea,.... ,.aIatild cable OJM!'a""

for the COIta of complyiDa with the new NpIa.... Ja both calli, It would be

approprtatll tD reflect the NCO\Wf ofCOiti ofNplat:icm u a ..,....f11 i.... Oft c:ukua

bruI.

PtMIly, 1IIcome.... iftNI tid to ...... _ '*-ahouIclbe JnducIed. a

NCOWI colt TMC fIIton IMuIcI follow ftt· w· •
poUdeIfor UIlOQl\tof tua A COIJ*IItIt

It:nacbuw••be __ JNI'PG'. of cenapu aIIowaWe 1MoIne....

~ 01 the adIItl tax atructuN of theca'" opINtor.
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It"worth Nltableoae 01 the unique c.....tIrIIMCI of1M caw. tlJmafon iDdu*y

which...appUcaticm of traditional cOlt of-*-Nplatlon difficult tID apply:

• Many ca l)'.... have at OM _ or....heenlO1d til with

ott. ., OrIaIML htItDIbl c:.t 01 CONtNcttOft DOt •

........ of -COIf' tro. ....penpectiw of lIWly cable

opera..1ftCI1n.....

• n.caw.DId..,. pww 1Ip wttIBtllt thI or .,.elation ofeM 01

MI'VIca tIo& A..~..-II w. not...... tID

provicle Ha,Ied infonnatlon.....ny IIICI with cOlt of.-vice

ft1inp.

• CapItal ...... for ..caw. "aItry do not ftt tlwlftOdel of

"'~.-c." b)' coapuUII. ' ......

opIkmI, Umitld ,..-,•..,., whkh are COIIUIlcmplace ..

ClaW. are1'IN1y'"..coapuUel in othIr lncIutrItI_1IjIct

tlo COlt01._Nplallon.". caplal aIrudure..Is•

.........a"" Ntum to IMwtDn....ore cUffIca1t than it fila ..

~.""'toIy'"

• The..,.ofCOII\peUtm.,......... tD dedw the~wu_an.
• A .,.. IfII -.pII OWftId.,

.untdptIItIII fa wue~ in
utI8cfaIJy lew pdc&

7
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• The Vlltaaa. of LPAI....-=-..........coet of.....NpIatIoa

an IftOlImOUI1y~ '"elll t 1ft..aMI, LPAI call 1::11

... I c1IId to haw Ifmftllcl MOUJaI .....w. tD pnK•• COlt of....

• pplbtlOM which could haft"~ tmp1lcltlons.bIent

.tNunlfMd ltand.rdI aDd proc.-.lI__

-
......... tD neptta........oIra.c.- wldchcu....

IM.-,-of. COlt of.me..ppIOACh II tha end .-alt illuply

• poINcaI COllI"......

SIdIW NICNICe ......... at LPAI aftd .1WU1tIaI proUIIntIon of

COIIIUbantiwhkh.~ tD tM COlt 01~ cable

Nplatloal.

'.aI1oftht coetof_vtce ltI ,...W, ItdW .

bIdcItDp.pproch. The aOItllMly ClftIIfdatIIlwCOlt 01 Nplaticm would "-

caw. op.ra"" with .... 01' 111 of the 10....dIlrK 1b:

• s,.p.wIdda haw.....,..""""or....t II» Incorpon. MW

~.

•



• s,-..whkh WBe COftitrudld by tIw,....ntOWMII aNI haw not bien

plfti..-ly IOIcI or combfnld with ....1)'ItImI.

• 9ptI8II whkh aN capital.... m....._tl.r ID other ra.....W

com.... (i.e., proportional cIeIIt aad equity 1OIIIaI) with ntlatlwly low

COlt c:Iebt.

• 9ptI8II 01 MdIIdInt at. tID haw the "'ildltratiw NIOIII'CeI avdaWe to

perIonn and IUpport ceNt of.... ftUnp.

faour~ ofca whkhexldWtaD of...

chuadadItIa .. UaU Howwnr, a.. are 01..-..whkllhaw

~ of......ttra III thole c--. the IIl ..eIId COlt 0I.mce

approKh wtD depead on how well the bItIIcI-.k NftedI 1M COIla oIa putIcuIar cable

1)'ItIal.

Th tncUtlClMlCOlt".'" IpproKh r.ucnv.t .., the CemadIeton lIed.\

and caa.... u ........pUt I tyIIIIIllDCOIt-

jaItlfy tIII 01 caItIe opII'ItDn. HOWMI., far the fI _ plWloaaly dtacL It

wdI be critlcallD aclapt.. tracUtionala".,..m tD lIC.WDUDociatt tM UIdq_

~ofca 1Nt theCarek ,....",pI101.......

J_UId W thatlUCh 1haulcI N8edthe......

luppIemental...

9



• To adcMwtI. that jutancl fI__* ..tII ...not.-•••.or
~wtth thel~pD,"'ra'" n.....t ..........

betwee CIIdIIMn and inwItDn wldch pw. .ppropria_ ccmlfcleratkm

to the ..... and COlli of provtdma...... ..me..

• To'" tNMttionaltratawnt tID .,.6 I... Aa NCopttioa of the

_,..~01 replatiOIl on caw. ...._ uulm...1DrI who CUl

"ONtn.that prudentbu--. dedlionl were Dllel. prior to

replatiOllo

• To .............pUfy which ....t ...cIn.,.....
ftW tD IUppart COlt of..me. ......

• To etaIlCIucU. accoufttlal aDd ftIPCWIItIu much u poIItie to prcMde

c:cnj.tIIlt NIalIi.

• To_..COMII....,of,........ forcaWe ....._

with...."lbhle. po ....

Theea. ? kth.&yCOIIducW ,........w.....COlt

.... ra_ NI lhouId he ( ., bItw_..and caw.
pI'OIIUIII\Iq""').'

, N...t'lL

10



Tier neutraUty fa Mtall appropriatl ownlI IN COlt~

bItweel\ tierI. OIl ......huuL tier awutralfty of llapHdty and

... NMOnaWepi lor COIla whkh cannot" attdbutId .., Her.

Colthued ftIIUtIcm eoaIcI ..NquiNcllt 1ft)' Iftoel: for tlw CGa\pul)' in totaL for •

...franchiIe, far I U.or... for all irIdiWlaal chanaeL Yet. It each loww ......

ICIditiOMl aIIocatlOM _OINt nee...ry tID .....COlt 1nforIftaticm. Tier neutral __

(i..., Iwrap ra_ per cMnMIlCl'OII tferI) woulcl ..... the~ad COlt

KCOUfttinl '*ltlintlMfttllnd Ndace ttv. .. thift COlli bItweel\ tJen to opUat_

replalDly NCOWI)'. Howevwr, there ant eM~ bItweel\ lien which

mut"~ Ia tile ct.wlopment of COlt rata TlwIftOit obviou __pie

wou1cl be prop......c.tI, batott. colt exiIt u welL A. I ..ul~ tIw

CommiIItcm Ihou1cI aodIfy ita replatDly 01 tiIIr neutnlity to iMtIacI premeIe for I

methocIoloI)' which ItIrdN..clearly idell CGItI tD ..Ipproprtatl tt.r ad only

I\WI,- ICIOII tt.n wt.l COllI caMOt be ca..uy llIOdalllcl.

11



••i

The CoaunUIlcm propel•• to UaUt the hquency of COlt of.... ft1fap tID once a

y......

lJDUtatioM on thI fRq-.cy of COlt of Mr'Vtat'"~cl reduce the 1NrMft 01\ aD

parti& 'l'Iwre aN, how•••, certain COlli whidl .... potmlially .ubjlct tit IfpfIJcut

_,or fNquetchap aM are, tD 101M • ....,.,_the cUNet control of cable

.....tIn. ....'.01IUdl coetl p&)'IMDII"".,....tq and nqutNcI COItI

uacIer tIw fruchiIe l We ht 1dua1 COlt tncIdaI
.......for NCll will that cMrpcl CUItDaen .ii6d

actual COItI iDcurNd. Our IpIdftc pro,..ift thiI Npnl aft clilcuMed latlrill'"
COIIUMIlIL

II actul COIttraddnt put ta", callie opera'" would" be.W-

l&) Iet,._Ie NCONr coetI_.......,. It. perJocl thaa that prep•••d

bytbe~.., be applOpdlte. 1ft..,....., aN..-raJ.tIn
which the CoauniIItoI\ Ihoulcl COIIIicWill." aliaatt 01\ tIw fNqaeftCJ' of ftUnp:

• NotIce.t117.

12
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, '.

• 'I1wy provide a cleu ltancIarclr. Iw of cWIa.t IUpport ,..1dNd.
A........ J*kap pro'li" infwIuticm to ad'" the

neecIa of aU partIeI and Umits tM MId for acI-hoc eapplemental

infwIutiolL

• Tlwy,.......tnquiNd com,......whkh......confuion

UllGIlI partIeI unfamlliar with 1Mratllnaldna fonnula.

• TMy prcmcle InfonIlatiOft which can be cItrectly com With. prior

fiUnp of tile ....cable open_ u well u otlw opera...

Thee-....on tmatlwIy coaduMi"'ttlle••*kUaa .....arct for coat of .....

ehould be the tracINonaI utility model.1I U..... II.- appl'OllCll, NNftua~II

aN equal tID the.,... of providint I8'Vtc:e plaia ratum 01\ iawltlMnt.

n. traclitioul ra.'" .tIIof JWtum .,.11..e-t01 Np1atIoII ,...,.d.a
uefulltutlalJN*du ........tD~... Sudl "...eh '.M
of~ tD the~ eIrctunItIuaI of tht caMe tIIwJIioft IndUltry. Once ..

fldtially..b1tIhId...a COltof..we"",..propa••d pricle cap tncIexIac wd1

lllitiplll many of the w.u .mowledpcl COIII:erDi with.. fann ofnplatiOll.

11 Notaat' 20.
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Under tIw ComaUIIton'. propoNl, cable opera'" wd1 • ,...uW tD !'KGWI' ...

amaual ..... of prcmcUna .-vice lnducUna operatiDI expenMI, depiKJatlol\ and

....12

The Coauailltcml
• ownl1 conc1111ion Oft the ca.poIIlicm of Uftual opentlal.,__

'- appro..... Howftw, anltka rate repJaW~ tIw KCOUft.... ayetIIM 01

cable opera..do not pr....tly clIItinpjIh OJMI'Itiftl lftd ftOnopentlna

actlYltl8l. Our COIIlMIft" wdllalllr ad'" 1M for a .tmp1l8ecl tJ90A tD draw

tide important dJltIndIon.

'I'M c:oauNIIioa.....tn- of..-w ..,.tt. thatcaw. com,.... could

rec~ to include pilat ..-1Ik COItI C ), pIIat...,.aflc COl"
(proJl'lllllldnl, pGWr, -tINea..and aIIIDIur....0lIl (tIdIJni,

colJction &lid corporate COIfI (IIpI, plannincr accoun.... and

ftnaN:e).1J Tlwpropa••• ca of~ ..__ ueCOMfltefttwtth thole

pNlCribeci by ...a. for 1IIIbtlollcarrien and a"., NUOMWI u

weD foI caw. open....

U Nolbat' 2S.
IS Notice at' 21.
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.rt

propuuntna.,.... .......melucW in ~ca'"........wU1

contblue to have .1dfJdMt bafttnw tID prcwIM 1eftII of propaD\lIlu.,

.-rice without an aDowed proftt on .uch.,...1.
CoItIIDauNcl for DOI\1NWic ICC.. pI'OIIUI.... 1houIcI be Nll«tIICI ill .,......

.,....t tMir ectu1..OUIlt without aark-tap. nta iJ COItIAI...t with tht..

pNmiIe of COIt-be.-l ......tion und. widell o,...tinI COItI aN NCOWNd doDlHor

dollar and "proftflll aN Mrivecl from tha ra" of Ntum .ppUecllD the ra. bue. Um

.ach PfOII'aIIUlUaI codt hllMftt future periNI..aN capltlllzeL theN woulcl be no

bufI for acldfna a proftt...... to. colt ....... CUI'IWItly.

In the QM ofCOl. lac"" for publk ace•• "..,...a.., .... illIlmt lID .....a

profIt.-.t lID operatDn to d ., lad pfO\'kIe acIeq•• J'I'OIIUWIinI
of thia nature. A pproIICh ID tiIW'"profit IftW would'" to wal....

".wrap profit marata W by COIUIlldU proanaunm. .

In adcItttoa, clue to ........... of"... COItIto ownD opera.,.,••
ofcable optratDn, we that tncIdna~ ....WtIhIcl tD

NCOWr the aetul COItI barNd. Such.1DtIC'haIde woalclbe analopu to fuel

.djuatlMfttda..\lied by electric lItW....ptII'ChIIedpi ."tIIlentcIa_ UIIlCl

~ pllItIUtIII to RCUVW the _peclfw COItI III fuel_ .... C WDa t,pbIIy

Ihow • ..,.,... IIMt_ for the adjuataent'" whtehca be poIitlw or

IWptlw clepencIma Oft COlt ..... "......a. were cIeIipIcl lI»"ace the... for

fraq1aent rat. ftIInp tit 1Iarpora. COltdial-mthe ..0It llpifkaat and volatile

.,..ca......
1. Notaat, K.

17
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Cable ....tIOn wd1 iDcV IWplatory cOIIlpUdce ea-ti w1dch w..not pNYiouIly

contlllllplatlld fft IettblI ra.... CorIMquently, •••ef'" beaduDarJdna or COlt of

.me. approach, it wdlbt nee_uy tID pendcaw. openfDn tD~ replatDry

complfaatw COl'" Such eoe. would cleMy iftd.... thoee tId tID ra. ftJinp, bat aIIo

thaulci _bade J'tICOrdN'JMI ancl other~ adtvi which aN...I.lry

IOle1y tID comply with tIw CommIaaion'. rate To"ad, alpedflc MlCOaftt

with .uJ'P011lftl dOC1lDMllfaticm .hcN1d be tID lCCUJIluiatl Nplatory

compliua COita. A fadDr could then be .clclacl to Mnchmarlca or COlt of lenic:a ra...

mNCOWr II-.COItI.

Theee..t__prop". that c.wrtaift .......,••• be exc1wlecI fIOIIl aD.....

operatinl.,.... SuchCGItI_Jucs.....,.. ......., coatdinatlolll, __1Mn1dP
,.. aNI duel,,.utt. anctftnau

The tNa-.tof _ -.hal beeal8jld" ~")'eIftin'"
,. A pII' ....cue CIaI. tMt IUChCOItI a ftOI'DUI1 pert 01

operatma my MMllbouIclbe....,........ that..ott.. Yet, it.

not uncOllUllOft forc.lI of tldI nature tID bit dIIaIlowecI, in whole or 1ft put, fram

NpIatDry NCOftIY.

11 Nota at124.
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A .tNaa1IMcl .....te17 approach adoptld by..~ IhcNIcl.-k to awW

ttda ...... '~IMeo..iIIkm Ihould and lltablilh..... lCCOUIlt tD

ncorcl cOitl of th1I type. w.ea...uch COlIIi "pfcally Nlattwly IIUaor in ....t*\ tID

tDtal COIta, a pnpatlc approach is then called for. PoIIible approacMl could include

p1adnl U\ upper UaUt 011 the allowable _oat fa _lion tD tDta1 operatme COlli or

operatlne NWftuel, or .ply pennittlq1flCONl)' of alpedfted ,..tapof cOitl

incurNd.

Wha.". .pproach for lUCk COItI islClopW ..,..CoaaUIIIoa, it Ihou1d....

cleu thatuy~ tax ..... allOda" with 1M portion of IUCh aducled COItI

alto be aduclecl from tht detlrmlMttcm of tax TIdI woulclbe

COftIfdIfttwtth .....thodoJocy ..... "'..e- for ....

tItIecoauaUDkatlonl cam.. aNI.OItos. Np1atDIJ apnct.. Our~with

NlpKt to cletlnntntns allowable bame tax.,... .....COlt of ..... approKh

.... d...... ill. Ia_ MCtIon.

GenIraIIy accep".~ prmdplll (GAAP) con.., pidaaa wldda

cable operatDn CUl,............ ife-tltM..W • capI.., .,..Id.

Howewr, .....GMP is notexplidtwtta... tID lpedftclftuatioa itwaUl.

aetvilable for ..CoaaadIIioIl tID provfde IIlON IfWi:Jc ....... Ja COftnICtMnl With a

J'NICll1Mcl tJSOA. ThI .......pNlMWfw WICOIIUIl1Udcationi carrien couIcl

__tIdI purpoIe.
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The CoauniIItOll _tIItIvtt1y coaduded that it IheuW pNICI'lhe Mpredatiaft ra_ and

101id... co.._ .. on wlwther.uch~""'Ihoaldhe a COIftpoeftll indUltry-wicie

ra., a baNI of NUOMW. ra" or individual ratII far eech plant catlpry.16

A. a.pIif)'tRlIMthocloJoay, it II rauonaWe,. thI eo....."'n. to pNlCribe ,IMrie

depredatkm IJwI in UN 01 NqUirtns indlvklualdapredaticlft .badlel by.ech caw.

open.lDr. The Coma".1io1\ couIcl pNlCribe a nap of approwct HwI wIdch would he

acceptId by an LPA or the CoauniIaton for purpo'. of~ clepredatlol\

..... in a COlt.... nte ftUrlc. Such an a".MC:h it COIIIiItImtwith .....t

propaA1I by the CoauatIIicm in Itl~ tID conaIder waya to IUnplify

clepNdatiOll repNlCriptfOlllor tlIIecoaunurdcationl CarrJen.11

The "'I'IDIs1IWI of,.,.. ..... thoulclbe UIId to _.WiIIa,...,... cIepNdItIOIl

Ii... Uke Uldcatlonlcom"'" cable rapidly chana'DI
t1chnolOlY which the phyaical HveI 01 a..bnporlut IactDrm
~ thI..tul1iWl of...... Thtee.. m.tat aD COItI ... tD aYOkl

~ttDla clepredatiOft...,.defidlncy by J'NKI'IWDI depredatiOft UWI wIdch do

l\Ot refted ecoMIIlk Ifftl of8xed ......

0........, all 0ftnI1 compoli.~«IatIoa bat."... it fa _pie

aNI.tnilhtforwud.~, a ..... nilwiIl_ accourd cUtl'WM 1ft..

fIIchnoIOIY of.,.....(~.J WlllUi Ii_opIk caW.) ad ohr , wldc:h couIcl

16 Nola at , 27.
17 Nolb of Propa............ NIall•• 0....10, 1992 In c:c Doc" No. 92
296.
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